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Palladium – we look at 
some signs of consolidation 
 

 

 

Palladium has been ignoring the downward pressure being exerted on the other 

precious metals since mid-March. This comes as no surprise, given the different 

fundamentals. The correlation between gold and palladium and even between platinum 

and palladium has been very low over the past 24 months. The correlation between 

gold and platinum since the start of 2012 has been around 0.78 (based on weekly 

data). However, the correlation between gold and palladium has actually been negative 

at -0.50, with the correlation between palladium and platinum at around -0.25 over 

the same period. This is consistent with a palladium market which, in relative terms, is 

tighter than say either platinum or gold. 

Palladium has, however, had a high correlation with futures market positioning. 

Specifically, between 2012 and May this year, the palladium price shadowed the net 

speculative length as a percentage of open interest on the NYMEX palladium contract.  

In fact, the correlation since 2012 has been 0.75, providing a decent indication of 

whether palladium was overbought or oversold (see graph). 

However, since May this year, with the launch of the South African ETFs, disruption in 

SA mine supply and the heightened concern over Russian palladium supply following 

sanctions against Russia, this relationship has broken down, with the palladium price 

moving higher while the NYMEX net speculative length remained largely constant at 

around 50% (see graph). Speculative interest (as a share of open interest) remaining 

relatively constant while the price moved higher would be a sign of a physical market 

that had tightened up. This would also be consistent with the palladium sponge 

premium (relative to ingot), which rose in around May to $8 as industrial demand 

outpaced mine supply.  

Over the past few weeks, the palladium sponge premium has declined back to just 

above zero – a level in place before the strikes and the launch of the South African 

ETF. While one has to be careful about interpreting the sponge premium in isolation, 

we do believe its movement is an indication that supply is now better matching 

demand. This may also be an indication that if the price moves higher from current 

levels of around $885 (without any supply disruptions), speculative demand may be 

driving the price rather than real demand. This might also make any price rallies from 

current levels more difficult to sustain.  

While we would still approach the metal from the long as opposed to the short side, we 

are also cognisant of the current developments in the market. We keep a close eye on 

the sponge premium, and another eye on the relationship between speculative length 

and the palladium price. Should the correlation between NYMEX speculative lengths as 

a percentage of open interest and the palladium price increase (as before May this 

year), we would become more confident that the palladium price rally of the past  

5 months may need to consolidate first.  

By Walter de Wet 
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Precious metals 

We continue to believe that price bias for precious metals is to the downside and that 

rallies will fade. While the market will be looking at today’s US employment data with 

eagle eyes, we believe any rally that may come from disappointing data today is likely to 

be on the back of short covering rather than new longs being added. 

We noted yesterday that the US 5y inflation-linked bond yield – which represents the 

implied 5y average real interest rate – has moved higher. This continues to be the case 

today. If US employment data meets (or beats) expectations, yields may well continue to 

rise. There is a strong negative correlation between US real rates and the gold price in 

dollars. 

Platinum continues to find support just above $1,400 – our tactical view is unchanged: 

we see downside becoming compressed. While gold may drag platinum below $1,400, 

we would expect the platinum/gold spread to start to widen. Currently, the spread is at 

$140. 

Silver is finding support at $19.00 – a level that has been providing support for several 

months. We believe that the metal’s fundamentals are weak and that price bias is to the 

downside. There are, however, plenty of shorts in the market already and disappointing 

data could trigger substantial short covering. As a result, we see little value in adding 

new shorts at current price levels. 

By Walter de Wet 

Bulks 

Chinese financial steels continued their now month-long search for a decent bottom. 

However, they failed again today, hitting new contract lows instead, not helped by rising 

physical steel warehouse inventories in key markets. This year’s 3Q destock into 

September is entirely typical of patterns seen in past years, bar 2013 when government 

pump-primed the property sector to assist its GDP growth figures, saving the day for 

mills and miners alike. This year no such lifeline appears to be in sight from Beijing. 

China will be closed on Monday for Mid-Autumn Festival.  

Of note was the Tangshan mill meeting chaired by Hebei I&S last night, aimed at halting 

the rot in rebar prices – “enough is enough”. This potentially drove today’s stronger IO 

physical trading activity, although this may also have been prompted by the upcoming 

holidays. For the coals, China’s import ban continues to send reverberations throughout 

Palladium price vs. NYMEX spec length as % of OI (weekly data) 

 

Source: Standard Bank Research 
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the entire seaborne market, impacting both thermal and met coals, as crossover tonnes 

in the higher volume categories try to chase better margins.  

The recent investor disconnect between financial steels and Chinese equities continued 

today, with Shanghai Equities rallying up a further 0.85% to 2,326 points, on a typical 

“slow-news” Friday. Shanghai 7-day interbank rates fell to a very low 2.82%, following 

this week’s small net injection of RMB 7bn. Next week will see c.RMB 20bn in maturing 

repurchase contracts. Spot Currency traded at 6.1411, while the PBOC reference rate 

widened to 6.1707.  

Shanghai Rebar Futures Jan-15 contract closed off RMB 4/t at RMB 2,834/t, while 

the SHFE HRC Jan futures fell RMB 4/t lower to RMB 3,032/t, hitting an intraday low 

of RMB 3,026/t, with downward momentum finally beginning to slow. Among physical 

steels, Tangshan billet prices fell a further RMB 10/t today to RMB 2,440/t, and off 

RMB 110/t for the week. Rebar prices fell RMB 10/t in Shanghai while recovering  

RMB 30/t in Beijing, having fallen c.RMB 100/t across the week. Hebei I&S held an 

industry meeting aimed at holding rebar pricing above RMB 2,930/t. HRC prices 

dropped a further RMB 40-50/t in Shanghai and RMB 20/t in Beijing, although 

volumes began to thin ahead of the holidays. Despite the price rout, weekly HRC 

warehouse inventories rose in Shanghai (5kt only). Traders remain under pressure from 

their bankers to repay outstanding 90-day loans, taken out while steel prices traded 

higher. CISA calculated that China’s July YTD steel consumption fell 0.2% y/y to 

438mt, while its mill-member net debt ratios remained at 70% at the end of July, 

suggesting ongoing stretched balance sheets. 

The Dalian Commodity Exchange IO active Jan-15 contract fell RMB 13/t to  

RMB 585/t. Among physical iron ore, Vale tendered an IOCJ Fe 63.45% fines Sept-

cargo tender at $89.14/t. Gunvor sold a PB fines (Fe 62%-basis) Sept-cargo at 

$82.95/t to a Shandong mill. On globalORE, a MNP Sept-cargo traded at index minus 

20 cents. On local Chinese platform CBMX, RioT sold a PB fines Sept-cargo at 

$83.41/t. Newman fines traded at c.$84.50/t, while Shandong port prices for PB fines 

fell RMB 10/t. Chinese IO port stocks rose 0.32mt w/w to 112.69mt.  

The TSI Fe 62% China CFR price index fell 70 cents to $83.60/t (MTD: $85.48/t). 

The Platts Fe 62% index rose 25 cents to $84/t (MTD: $85.50/t), while the TSI Fe 

58% index rose 80 cents to $75.40/t (MTD: $75.54/t). The Metal Bulletin Fe 62% 

index fell $1.44/t to $83.80/t, while its Fe 58% index fell 48 cents to $68.84/t. 

Argus Fe 62% printed at $82.05/t, off $1.45/t.  

In IO supply news, Goa has deferred its latest 2.18mt e-auction due to the slump in 

seaborne pricing. The Guinea Ministry of Mines is to tender Simandou Northern Blocks 

3+4 to the market.  

The Baltic Exchange Cape index shifted 1.1% higher to $16,116/day, with C3 at 

$23.40/t and C5 at $8.609/t, while C4 is $11.08/t and C7 is $9.745/t. FFA Cal15 

capes are trading in the $19,500/day range, while Q4:14 is trading in the 

$24,700/day range.  

For Q4:14 thermal coal prices, API 2 is trading at $75.10/t; API 4 is trading at 

$69.15/t; while Newcastle is trading at $66.70/t. Among physical deals, a number of 

cargoes traded again at lower levels, weakening front end paper markets. For the 

Atlantic, traders are watching for further news from NATO. Members have thus far 

agreed to freeze further cuts in defence budgets across their 28-member alliance. 

Meanwhile Separatists and Ukrainian fighters have agreed a cease-fire from 6pm today.  

Zhengzhou Futures Jan-15 contract fell RMB 1.6/t to RMB 513.2/t. Total port stocks 

have risen to 16.59mt, from 15.9mt on 1 Sept, with QHD at 5.9mt (5.59mt) and GZ at 

2.94mt (2.8mt), impacted by falling post-summer demand. The Government is 
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considering making a “declaration” before the upcoming UN climate summit in NY 

regarding its future coal consumption patterns.  

Premium Hard Coking Coal spot prices are trading in the $108-113/t Qld FOB range, 

with China CFR prices ranging $118-123/t. TSI FOB Qld printed at $113/t, while 

China CFR printed at $119.4/t. MB FOB Qld printed at $111.54/t, while China CFR 

printed at $122.39/t. The Argus Qld fob index printed at $112.30/t.  

On the Dalian Exchange, Jan-15 coke prices fell RMB 8/t to RMB 1,091/t, while 

among Dalian HCC prices, Jan-15 contract fell RMB 2/t to RMB 789/t. Chinese coking 

coal port stocks fell from 8.67mt to 8.23mt w/w, the lowest level for the year, with 

Jingtang port at 2.4mt.  

By Melinda Moore 
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Commodity data 
Base Metals          

LME 3 month   Open Close High Low Daily 
change 

Change (%) Cash Settle Change in 
cash settle 

Cash - 3m 

Aluminium 2 078 2 105 2 112 2 078 27 1.30 2 085.50 8 -21.18 
Copper 6 894 6 930 6 981 6 894 37 0.53 6 967.00 40 18.50 
Lead 2 213 2 226 2 239 2 213 13 0.59 2 227.00 10 -12.75 
Nickel 19 030 19 395 19 498 19 020 365 1.92 19 235.00 415 -81.00 
Tin 21 525 21 500 21 545 21 401 -25 -0.12 21 505.00 110 -49.25 
Zinc 2 367 2 398 2 412 2 367 32 1.33 2 402.00 30 -7.25 
          

LME inventory  Today Yesterday In Out One day 
change 

YTD change 
(mt) 

Cancelled 
warrants 

(mt) 

Cancelled 
warrants 

(%) 

Contract 
turnover 

Aluminium 4 768 050 4 777 225 0 9 175 -9 175 -690 025 2 489 850 52 224 813 
Copper 154 700 154 700 0 #N/A N/A 0 -211 725 23 850 15 138 787 
Lead 224 550 224 550 0 0 0 10 100 4 475 2 43 761 
Nickel 331 992 330 720 1 458 186 1 272 70 356 83 844 25 90 278 
Tin 12 435 12 435 0 0 0 2 750 2 870 23 8 474 
Zinc 737 125 738 075 0 950 -950 -196 350 54 550 7 137 853 
          

Shanghai 3-month Open Last 1d  Change   COMEX Open Close Change Change (%) 
Aluminium 14985 14910 65  Ali - - - - 
Copper 49810 49770 280  Cu  315.1 315.65 0.55 0.17 
Zinc 21 525 21 500 0       
          
          

Precious metals AM Fix PM Fix High bid Low offer Closing bid Daily 
change 

   

Gold 1 264.00 1 271.50 1 278.33 1 260.66 1 261.78 -3.62    
Silver - 19.13 19.37 19.03 19.05 -0.12    
Platinum 1 405.00 1 406.00 1 417.33 1 403.40 1 403.00 -5.00    
Palladium 887.00 885.00 890.75 873.80 888.60 7.30    
          

Forwards (%) 1 month 2 months 3 months 6 months 12 months     
Gold 0.08 0.09 0.104 0.134 0.234     
Silver 0.62 0.616 0.618 0.612 0.568     
USD Libor 0.1561 0.1966 0.2341 0.3289 0.5656     
          

Technical Indicators 30-day RSI 10-day MA 20-day MA 100-day 
MA 

200-day 
MA 

Support Resistance   

Gold 42.41 1 276.68 1 287.95 1 293.45 1 285.75 1 259.95 1 268.97   
Silver 38.94 19.31 19.49 19.91 20.05 19.03 19.17   
Platinum 39.18 1 415.81 1 431.79 1 457.00 1 435.70 1 402.73 1 409.70   
Palladium 54.96 891.36 886.74 848.70 796.63 885.13 890.03   
          

Active Month Future COMEX 
GLD 

COMEX SLV NYMEX PAL NYMEX 
PLAT 

DGCX GLD TOCOM 
GLD 

CBOT GLD   

Settlement 1266.6 19.12 888.1 1408.3 1265.7 4285 1266.5   
Open Interest 368523 161805 43504 64443 1381 94571 3   
Change in Open Interest -25909 28518 7166 3409 115 -8171 -310   
          

Energy          
Energy futures pricing 1 month Change 2 month Change 3 month Change 6 month Change  
Sing Gasoil ($/bbbl) 115.962 -0.15 116.019 -0.11 116.063 -0.06 116.59 0.04  
Gasoil 0.1% Rdam ($/mt) 862.5 -1.25 865.25 -1.50 868.25 -1.25 885 -2.25  
NWE CIF jet ($/mt) 933.4 0.17 936.16 0.07 937.73 -0.32 942.75 0.40  
Singapore Kero ($/bbl) 116.037 -0.25 115.949 -0.22 116.063 -0.19 116.64 -0.08  
3.5% Rdam barges ($/mt) 554.634 -4.84 550.175 -6.33 549.081 -6.71 555.267 -6.28  
1% Fuel Oil FOB ($/mt) 568.29 -4.89 565.56 -6.26 563.97 -6.76 568.34 -6.39  
Sing FO180 Cargo ($/mt) 587.17 -5.27 582.175 -6.68 580.831 -7.04 584.684 -6.18  
          

Thermal coal Q3 14 Change Q4 14 Change Q1 15 Change Cal 15 Change  
API2 (CIF ARA) 74.50 -0.50 77.05 -0.45 78.65 -0.35 80.45 -0.40  
API4 (FOB RBCT) 73.85 -0.15 74.05 -0.20 75.25 -0.05 76.75 -0.10  

Source: LME, COMEX, NYMEX, Bloomberg, Standard Bank Research 
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Commodity data (continued) 
Bulks       
Steel—Physical Latest Price 1-day 1-week 1-month 3-month 6-month 
Turkish Scrap 80:20 (Iskinderun CFR)  $/t 377.72 0.00% 0.59% 3.30% 10.32% 1.78% 
China Tangshan Steel Billet $/t 411.00 -2.84% -7.64% -9.27% -11.61% -20.66% 
China HRC export (Shanghai FOB) $/t 503.00 -0.79% -2.14% -2.33% -6.16% -9.04% 
North Europe HRC domestic (ex-works) $/t 415.00 0.00% 0.00% -1.19% -5.68% -7.78% 
North America HRC domestic (Midwest FOB) $/t 672.00 -0.88% -0.74% -0.59% 6.16% 2.91% 
       
Steel—Futures       
LME Billet Cash  $/t 447.00 2.29% 7.32% 14.91% 25.92% 198.00% 
LME Billet Futures (1-mth) $/t 448.50 2.05% 7.17% 14.12% 27.05% 191.23% 
LME Steel Billet Stocks—change 0.00 - - - - - 
Shanghai Rebar Futures (Active contract) $/t 460.68 -3.13% -6.98% -0.48% -6.82% -17.25% 
Shanghai Rebar Futures On-Warrant Stocks—change 0.00 - - - - - 
China Steel Inventory (million tonnes) 12.42 0.30% -1.31% -12.13% -36.08% -15.30% 
       
Iron ore       
China Iron Ore Fines  (62% Fe; CFR Tianjin) $/t 85.70 -1.83% -10.17% -9.41% -26.63% -37.90% 
China Iron Ore Fines  (58% Fe; CFR Tianjin) $/t 75.30 -1.57% -6.69% -1.18% -28.83% -41.26% 
SGX AsiaClear IO Swaps 62% Fe $/t (1-mth) 85.00 -8.36% -11.61% -11.30% -25.82% -37.07% 
China Iron Ore Inventory (million tonnes) 101.59 0.12% -2.85% -4.93% 5.83% 39.64% 
       
Coking coal       
Premium Hard Coking Coal (Qld FOB) $/t 112.75 0.00% -1.53% -2.17% -10.30% -22.83% 
       
Capesize freight       
Saldanha South Africa-Beilun China 17.00 0.00% 27.34% 9.68% 4.62% -2.30% 
       
Financials pricing       
RMB Currency 6.14 -0.08% -0.66% -1.79% -0.07% 0.32% 
China 7-day repo 3.29 -11.56% -2.66% 4.44% 9.67% -5.73% 
API2 (CIF ARA) 2306.86 5.06% 3.76% 13.93% 11.36% 8.42% 

Source: LME, Bloomberg, Standard Bank Research 
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Disclaimer 

This material is non-independent research. Non-independent research is a "marketing communication" 

This material is "non-independent research".  Non-independent research is a "marketing communication" as defined in the UK FCA 

Handbook. It has not been prepared in accordance with the full legal requirements designed to promote independence of research and 

is not subject to any prohibition on dealing ahead of the dissemination of investment research. 

Additional information with respect to any security referred to herein may be made available on request. This material is for the general 

information of institutional and market professionals’ clients of Standard Bank Group (SBG) only. Recipients who are not market 

professionals or institutional investor customers of SBG should seek advice of their independent financial advisor prior to taking any 

investment decision based on this communication or for any necessary explanation of its content. It does not take into account the 

particular investment objectives, financial situation or needs of individual clients. Before acting on any advice or recommendations in 

this material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. 

The information, tools and material presented in this marketing communication are provided to you for information purposes only and 

are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial 

instruments, nor shall it, or the fact of its distribution, form the basis of, or be relied upon in connection with, any contract relating to 

such action. This material is based on information that we consider reliable, but SBG does not warrant or represent (expressly or 

impliedly) that it is accurate, complete, not misleading or as to its fitness for the purpose intended and it should not be relied upon as 

such. The information and opinions contained in this document were produced by SBG as per the date stated and may be subject to 

change without prior notification Opinions expressed are our current opinions as of the date appearing on this material only. We 

endeavour to update the material in this report on a timely basis, but regulatory compliance or other reasons may prevent us from 

doing so. 

SBG or its employees may from time to time have long or short positions in securities, warrants, futures, options, derivatives or other 

financial instruments referred to in this material. Where SBG designates NON- INDEPENDENT Research to be a “marketing 

communication”, that term is used in SBG’s Research Policy. This policy is available from the Research Compliance Office at SBG. SBG 

does and seeks to do business with companies covered in its non-independent research reports including Marketing Communications. 

As a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their investment decision. 

SBG has published a Conflicts of Interest Policy that is available upon request which describes the organisational and administrative 

arrangements for the prevention and avoidance of conflicts of interest. Further disclosures required under the FCA Conduct of Business 

Sourcebook and other regulatory bodies are available on request from the Research Compliance Department and or Global Conflicts 

Control Room, unless otherwise stated, share prices provided within this material are as at the close of business on the day prior to the 

date of the material. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or 

distributed to any other party, without the prior express written permission of SBG. All trademarks, service marks and logos used in this 

report are trademarks or service marks or registered trademarks or service marks of SBG or its affiliates. 

SBG believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and 

opinions presented in the other sections of this communication were obtained or derived from sources SBG believes are reliable, but 

SBG makes no representations as to their accuracy or completeness. Additional information is available upon request. SBG accepts no 

liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the 

extent that liability arises under specific statutes or regulations applicable to SBG. 

The services, securities and investments discussed in this material may not be available to nor suitable for all investors. Investors should 

make their own investment decisions based upon their own financial objectives and financial resources and it should be noted that 

investment involves risk, including the risk of capital loss. Past performance is no guide to future performance. In relation to securities 

denominated in foreign currency, movements in exchange rates will have an effect on the value, either favourable or unfavourable. 

Some investments discussed in this marketing communication have a high level of volatility. High volatility investments may experience 

sudden and large falls in their value causing losses when that investment is realised. Those losses may equal your original investment. 

Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in such circumstances you 

may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial 

capital paid to make them investment may be used as part of that income yield. Some investments may not be readily realisable and it 

may be difficult to sell or realize those investments, similarly it may prove difficult for you to obtain reliable information about the 

value, or risks, to which such an investment is exposed. 
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